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TURNOVER IN ENTREPRENEURIAL TEAMS: ARE SPOUSAL TEAMS DIFFERENTENT? 
ABSTRACT 
Entrepreneurial teams are increasingly prevalent. An important stage in new venture 
formation involves the recruitment and retention of team members, characterised by changes 
in the membership of the ET.  ET turnover involves members joining or leaving the team, 
which could have positive or negative effects on the team and the firm. Spousal 
Entrepreneurial Teams (SET) are a frequently occurring, yet unique type of ET, with very 
distinct characteristics and dynamics. In an SET turnover is likely to be have different 
meanings and effects than in Other Entrepreneurial Teams. This research asks: What 
influences members joining and leaving entrepreneurial teams? And are SET different? Using 
data from 561 young firms over X years, we find significant differences between SET and 
NSET. Specifically, we find X.  
 
Introduction 
Most new ventures are founded by entrepreneurial teams (ET), composed of “two or 
more individuals who jointly establish a business in which they have an equity (financial) 
interest” (Kamm, Shuman, Seeger & Nurick, 1990, p. 7). ETs are highly represented among 
high technology, high growth enterprises (Davidsson & Honig, 2003). An important stage in 
new venture formation involves the recruitment and retention of team members (Kamm & 
Nurick, 1993; Ucbasaran, Lockett, Wright & Westhead, 2003; Claryssse & Moray, 2004; 
Cooney, 2005), characterised by changes in the membership of the ET.  ET turnover involves 
members joining or leaving the team (Beckman, Burton & O’Reilly, 2007). ET joining could 
unsettle the team (Chandler, Honig and Wiklund, 2005). ET leaving could reflect a poor 
organizational culture, sending negative signals to stakeholders that the organization is not 
stable (Krug and Hegarty 1997). Hence having members either joining or leaving the ET 
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could have positive or negative effects on the team and the firm, but for different reasons. 
Beckman, Burton & O’Reilly (2007) found that replacing the founder with team members 
with diverse backgrounds increased the likelihood of going public. Few studies have looked 
at what influences members joining and leaving an ET.  
Boeker and Wiltbank (2005) found that changes in top management of new ventures 
decreased with managerial ownership found in ET. Adding founders to top management 
teams has produced conflicting positive and negative effects on performance (Patzelt, zu 
Knyphausen-Aufsess and Nikol, 2008). But top management team research cannot be 
assumed to apply to ET, who often differ in terms of their context, formation motives, 
turnover, liability distribution and efficiency (Beckman, Burton & O’Reilly, 2007; Tihula, 
Huovinen and Fink, 2009; Huovinen & Pasanen, 2010)  
More research has been called for in the area of ET composition (Aspelund, Berg-
Utby, & Skjevda,l 2005) and team diversity (Chandler, Honig and Wiklund, 2005) to 
understand their effects on ET turnover. Team diversity may not be the only factors affecting 
turnover in ET. ET are composed of partners in the firm with some financial investment and 
expectations of financial returns. One would expect that the financial performance of the firm 
will have an impact members joining or leaving the team.  
And not all ET are the same. Spousal Entrepreneurial Teams (SET) are a frequently 
occurring, yet unique type of ET, with very specific demographic characteristics and 
dynamics. In an SET turnover is likely to be have different meanings and effects than in Non-
spousal Entrepreneurial Teams (NSET). Therefore, SET must be distinguished from NSET 
when discussing the effects of ET diversity on team turnover.  
In this research we ask what influences members to join and leave entrepreneurial 
teams and are SET different? 
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To investigate this research question we analyse data from the CAUSEE database of 
561 young firms.  
This research contributes to entrepreneurial team literature by identifying what may 
influence joining and leaving the team and how SET differ compared to NSET. It also 
contributes to team diversity literature by measuring team diversity as the percentage of 
heterogeneous dyads in the team.  
LITERATURE REVIEW 
Entrepreneurial teams and turnover  
ET has been defined as “two or more individuals who jointly establish a business in 
which they have an equity (financial) interest” (Kamm, Shuman, Segar & Nurick, 1990, p. 7). 
A slightly more recent definition is “two or more individuals who have a significant financial 
interest and participate actively in the development of the enterprise’ (Cooney, 2005). The 
significant characteristics of these definitions are multiple owner/manager team members, a 
financial interest and active involvement in the business.  
Having a new member join an ET is different from, and not necessarily connected to, 
a member leaving an ET (Ucbasaran et al.2003). Chandler et al. (2005) found that initial team 
size was related to additions, but not exits. They also found that heterogeneity of type of 
education, industry tenure and functional specialization are related to additions, but not 
departures from the team. Hence, although the term turnover typically refers to both joining 
and leaving a team, these two events are likely to have different antecedents 
Differences between spousal and non-spousal entrepreneurial teams 
Based upon the definition of an entrepreneurial team a husband and wife team starting 
a new business qualifies as an entrepreneurial team, which we call a Spousal Entrepreneurial 
Team. SET are likely to differ from NSET on demographic variables related to team 
diversity. For starters spousal teams formed of a husband and wife and typically contain the 
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highest level of gender diversity (Reuf, Aldrich & Carter, 2003), and this gender diversity is 
likely to have different effects compared to gender diversity in other entrepreneurial teams. It 
is also likely that spousal teams will have lower ethnic diversity than other entrepreneurial 
teams (Reuf, Aldrich & Carter, 2003). Finally, the two dimensions of turnover in a spousal 
team; joining and leaving are likely to have different antecedents. For example joining a 
Spousal team could be related to forming a domestic partnership such as a marriage and 
leaving could be related to a breakup of that relationship ending in separation or divorce. 
These events are likely to have different antecedents than joining or leaving an NSET. Hence 
we propose: 
H1: Spousal teams will have lower rates of joining and lower rates of leaving 
compared to other entrepreneurial teams. 
The affects of demographic diversity on ET turnover 
Theories abound that justify why diversity positively or negatively influences 
productivity and performance in teams (Ucbasaran, et al. 2003; Chowdhury, 2005; Ensley, 
Carland & Carland 1998), but researchers have not been able to conclude that the size of the 
ET, average age of team members, or functional heterogeneity of the team are significant 
indicators of team member exit (Ucbasaran, et al. 2003).  
Chandler, Honig and Wiklund (2005) found that team heterogeneity affected turnover, 
concluding that it was preferable for new ventures to start with larger founding teams because 
it was easier to shed members than it was to acquire and integrate new members. Hence I 
propose: 
H3a: Demographic diversity is negatively related to members joining the ET and 
positively related to members leaving the ET.  
H3b: SET will have higher gender diversity but lower age diversity than NSET. 
The affects of strength of tie on ET turnover 
Given the importance of building strong and weak ties in nascent entrepreneurial 
ventures (Davidsson and Honig 2003, Zolin, Kuckertz, Kautonen, 2011) we consider their 
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importance specific to ET start-ups. Francis and Sandberg (2000) proposed that friendship 
facilitates the formation of management teams for new ventures and improves early 
performance. Ucbasaran, et al., (2003) also found that family firm membership was 
negatively associated with team member exit.  
Consequently strong ties could weaken the negative impact of diversity on turnover, 
because the team does not need to invest as much time developing new relationships among 
diverse members. Strong ties may also increase the likelihood that even demographically 
diverse team members will share information. This might mitigate the functional knowledge 
disparity that has been found to negatively affect start-up performance (Cantner, Goethner 
and Stuetzer, 2010). Hence I propose: 
H4a: Strength of ties in the ET is negatively related to members leaving the ET.  
H4b: Strength of ties in the ET is positively related to members joining the ET.  
H4C: Spousal teams will have stronger ties than NSET. 
 
The effects of work experience on ET turnover 
Foo, Sin and Yiong propose that ‘what is important for a nascent venture is that the 
members to stay together and remain excited about the team’s ideas’ (2003, p 390), which 
means that the team’s perceived viability is an important antecedent to team perseverance. 
They found that educational diversity was positively related to the members’ perceived team 
viability.  
Foo tested the impact of task and non-task diversity on team members’ ratings of team 
effectiveness (2011), which could influence turnover. Task diversity included both the 
functional specialisation and work experience diversity and average experience. They 
concluded experience diversity was not related to ratings of team effectiveness, but average 
experience was positively related. This means that when team members had greater work 
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experience they rated the team effectiveness higher. This means that work experience and 
entrepreneurial experience should be positively related to joining the team.  
In contrast work experience and entrepreneurial experience may also make a team 
more likely to ask an ET member to leave if they are not performing or if their contribution is 
no longer needed. Hence I propose: 
H4b: Work experience and Entrepreneurial experience are positively related to 
members joining the ET.  
H4a: Work experience and Entrepreneurial experience are positively related to 
members leaving the ET.  
HRC: Spousal teams will have greater work and entrepreneurial experience diversity 
than NSET. 
 
The effects of financial performance on ET turnover 
It is difficult to say if financial performance is the cause of turnover or whether 
turnover has an effect on performance, unless the turnover is measured after measuring 
performance. It may be that both occur, although in different time frames. Good financial 
performance may attract team members to the new firm as the founding members seem to 
increase their resources. Poor financial performance may create turnover as members leave 
for better opportunities. Hence the following propositions: 
H5a: Lower Financial performance in the firm is negatively related to ET turnover.  
H5b: Higher Financial performance in the firm is positively related to ET turnover.  
 
METHOD 
It is often difficult to undertake a robust comparison of ET performance due to the 
heterogeneous nature of entrepreneurship, which requires the collection of many explanatory 
variables. There is also the added difficulty of collecting a random sample of firms. Many 
surveys suffer from success bias because they only access surviving businesses, thereby 
ignoring businesses that have failed. To address this issue we use data from the CAUSEE 
(The Comprehensive Australian Study of Entrepreneurial Emergence) database of 561 young 
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firms identified through a random survey of the Australian population and tracked over a 
three-year period. The CAUSEE panel data was collected through telephone surveys.  
Variables 
A venture is considered to have an ET if there is more than one owner. There are two 
types of ET; the Spousal team and Other team. The type of team was identified by the 
question “Is this business owned only by yourself, only by yourself and your spouse/defacto, 
or by yourself and some other people or businesses?’Those who replied ‘Self and spouse/de 
facto only’ were coded 1 for Spousal team. Those who replied ‘Self and others’ were coded 1 
for Other team.  
Turnover has two dimensions, the number of team members Joining the team and the 
number of team members Leaving the team. Both Joining and Leaving were measured from 
Time 1 to Time 3.  
Demographic diversity has three dimensions, age, ethnicity and gender, which are 
measured at Time 1. Age diversity was calculated by subtracting the age of the youngest team 
member in years from the age of the oldest team member. Ethnic diversity was calculated by 
adding the number of different ethnic groups represented in the ET.  
Blau’s index (1977) is often used to measure team heterogeneity by calculating 1 
minus the sum of the percentage of team members (p) in a category for each category squared 
(1-∑pi2) (Chowdury, 2005). Hence if there are three ethnicities in a team of three, Blau’s 
index for the heterogeneity would be the square of 1-(1/3*1/3 + 1/3*1/3 + 1/3*1/3), or 
0.670.67, which is equal to .5511. A team with three members and one ethnicity would have a 
score of 0. While Blau’s index is reliable and consistent (Bamtel and Jackson, 1989),, it is 
hard to see why a team with complete heterogeneity as shown in our example would have a 
8 
score of .5511 and not closer to 1. It is possible to calculate a more finely tuned measure for 
diversity based upon the percentage of dyads in each category.  
We measure Team gender diversity as the percentage of team relationships which are 
heterogeneous. The total number of dyads in the team can be calculated, where N is the 
number of team members, by the equation: 
dt = N(N-1) 
The number of homogeneous dyads in the team is calculated by adding the number of 
homogeneous male to male (tm) and female to female (tf) dyads.  
dho =  tm(tm-1) + tf(tf-1) 
The number of heterogeneous dyads is calculated by subtracting the homogeneous 
dyads from the total: 
dhet= dt - dho 
Team gender diversity, i.e. the percentage of heterogeneous dyads, is calculated by 
the number of heterogeneous (dh) dyads in the team divided by the total number of dyads (dt) 
in the team: 
Team gender diversity= dhet / dt 
The SET typically has the highest possible level of team gender diversity, equal to 
100%, because the one dyad is almost always heterogeneous. OTE may range from 0% to 
100% based upon the number of team members and the percentage of members in each 
category and more than one type of diversity can be measured at a time, i.e. gender and ethnic 
diversity can be evaluated together, such that a homogeneous dyad is between members of 
the same gender and same ethnic group.  
Strength of tie was given a value from five down to one for (5) Spouses or partners 
sharing a household, (4) Relatives by blood, (3) Friends or acquaintances from current or 
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previous work, (2) Friends or acquaintances who have not worked together and (1) Strangers 
before joining the new business team. Tie strength is measured at Time 1. 
Control Variables. I control for Team Size.  
Analysis 
The goal of this research is to determine if there are significant differences in the 
causes of turnover between SET and NSET. To achieve this goal the data was analysed using 
the two-tailed ttest to test the null hypothesis that the population mean is the same for both 
populations. This test was performed with unequal variances to avoid making the assumption 
of equal variability of the independent variables within the two populations.  
To predict the number of members that join or leave the team each year we use a 
multivariate regression analysis controlling for size of the team. 
RESULTS  
The descriptive statistics for 183 Spousal and 162 Other teams are shown in Table 1, 
along with the two-tailed ttest comparison for significant differences in means. Correlations 
are presented in table 2 for SET and table 3 for NSET. Table 4 shows the regression models 
predicting joining and leaving the spousal and other team. 
 
Insert tables 1 to 4 here 
 
Hypothesis 1 predicts Spousal teams will have lower rates of joining and lower rates 
of leaving compared to other entrepreneurial teams. 
 
Hypothesis 2a is supported because we find that Spousal teams have lower rates of 
joining (Table 1: μ = 0.06) compared to other entrepreneurial teams (Table 1: μ = 0.28, p < 
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.05). Spousal teams also have lower rates of leaving (Table 1: μ = .0.06) compared to OTE 
(Table 1: μ = 0.27, p < .001).  
In hypothesis 3, demographic diversity is negatively related to members joining the 
ET and positively related to members leaving the ET. In table 4, Gender diversity (β = -0.14, 
n.s.) and Ethnic diversity (Model 1: β= 0.013, n.s.) are not significant for joining, but Age 
diversity is marginally significant (Model 1: β = -0.29, p < .10). None of the demographic 
variables are significant for joining the NSET (Model 2, Gender: β = -0.14, n.s.; Ethnic: β = 
0.06; Age: β = 0.19, n.s.). This provides little support for hypothesis 3.  
We found no support for hypothesis 4a, that strength of ties in the ET is negatively 
related to members leaving the ET (Table 4, Model 1: β = 0.11, n.s.) or 4b, strength of ties in 
the ET is positively related to members joining the ET (Table 4, Model 2: β = 0.02, n.s.). 
Hypothesis 4a which predicted entrepreneurial experience and work experience are 
positively related to members joining the ET, was not supported for work experience (Table 
4, Model 1, Experience industry: β = -0.03, n.s.; Experience management: β = -0.02, n.s.). 
Hypothesis 4a was partially supported for entrepreneurial experience (Table 4, Model 1, 
Number of businesses started: β= 0.48, p<.05; Number of businesses owned: β = 0.15).  
Hypothesis 4b, that work experience and entrepreneurial experience are positively 
related to members leaving the ET, was not supported for work experience (Table 4, Model 2, 
Experience industry: β = -0.01, n.s.; Experience management: β = -0.07, n.s.). It was partially 
supported for entrepreneurial experience (Table 4, Model 2, Number of businesses started: β= 
-0.14, n.s.; Number of businesses owned: β = 0.56, p = .05). 
The hypothesis 5a proposes that financial performance in the firm is positively related 
to ET entrances. This was not supported in year 1 (Table 4, Model 1, β = -0.17, n.s.), 
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supported in year 2 (Table 4, Model 1, β = 0.47, p < .05) and not supported in year 3 Table 4, 
Model 1, β = -=.25, n.s.).  
We found no support for hypothesis 5b, that financial performance in the firm is 
negatively related to ET exits, (Table 4, Model 2, Year 1: β = -0.23, n.s.; Year 2: β = -0.32; 
Year 3: β = -0.28, n.s.).  
DISCUSSION 
The objective of our study is to discover why members join and leave ET and whether 
SET and NSET have similar or different antecedents for joining and leaving. We find that 
there are significant differences between SET and NSET in terms of the factors that influence 
ET turnover in young firms. Besides significant differences in the rates of joining and 
leaving, Spousal teams were different on almost every antecedent, except age diversity. This 
means that when studying turnover in entrepreneurial teams we must first separate SET from 
NSET to get clear results. Consequently the remainder of our analysis focussed on NSET. We 
find that there are differences between the antecedents of joining and leaving team. Age 
diversity and Profit in year 2 increased the likelihood of joining but not for leaving the team. 
Entrepreneurial experience was positively related to both member entrances and exits. This 
could be caused by the experience of Serial entrepreneurs, who are quicker to bring in new 
people when needed and also let team members go when not needed. Finally, good financial 
performance was associated with higher profits in year two, indicating that either 
performance attracts more team members.  
This research makes a contribution in recognizing the differences between SET and 
NSET. Spousal teams were more than half of the teams studied. Spousal teams have 
significant differences in terms of their characteristics and behaviours associated with team 
member joining and leaving the team, such that researchers should consider studying spousal 
teams as a special form of entrepreneurial team. 
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Another contribution is the empirical testing of differences between joining and 
leaving the team. More research is needed to identify the processes involved in each 
phenomenon.  
Finally we provide a new way of measuring diversity in teams based upon the number 
of dyads in the team, which is easy to calculate.  
This research is limited by only studying ET in one country. More research is needed 
to test these findings in other countries. Similar analyses could be conducted on databases in 
other countries comparing SET to NSET.  
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Table 1 Descriptive statistics for spousal entrepreneurial teams and other entrepreneurial teams 
  
Other Entrepreneurial Teams 
 
Spousal Entrepreneurial Teams 
Variable Obs Mean 
Std.  
Dev. 
Min Max Obs Mean Std. Dev. Min Max  ttest 
Join team 85 0.28 0.84 0 5 106 0.06 0.36 0 3  * 
Leave team 84 0.27 0.61 0 3 104 0.04 0.19 0 1  *** 
Team size 159 4.06 4.92 2 40       *** 
Gender diversity 159 0.23 0.34 0 1 179 0.96 0.18 0 1  *** 
Ethnic diversity 162 1.30 0.74 0 6 183 1.11 0.4 0 3  * 
Age diversity 162 13.26 11.53 0 56 183 14.1 99.66 -44 959  n.s. 
Strength of ties 151 1.84 0.80 1 4 178 3.84 0.62 1 4  *** 
Number bus started 158 5.73 27.22 0 341 183 1.14 1.78 0 12  * 
Num bus own 158 3.36 11.33 0 100 183 0.32 0.69 0 4  *** 
Experience industry 162 37.20 43.13 0 329 183 13.56 15.1 0 80  *** 
Experience 161 42.21 87.28 0 998 183 18 15 0 60  ** 
17 
management. 
Profit/loss yr. 1 125 $283,983 $533,719 0 $3,000,000 120 $67,896 $101,940 0 $760,000  *** 
Profit/loss yr. 2 103 $169,233 $547,412 -$1,500,000 $3,500,000 119 $58,131 $89,464 -$50,000 $500,000  * 
Profit Loss yr. 3 85 $170,776 $434,293 -$2,000,000 1500000 111 $62,979 $147,350 -$240,000 $1,150,000  * 
+ p < .10. * p < .05, ** p < .01, *** p < .001
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Table 2 Correlations for Spousal teams 
 
1. 2. 3. 4. 5. 6. 7. 8. 10. 11. 12. 13. 
1. Join team 
            2. Leave team -0.03 
           3. Gender 
diversity 0.03 0.04 
          4. Ethnic 
diversity -0.04 -0.05 -0.02 
         5. Age diversity 0.53*** -0.02 -0.29*** -0.03 
        6. Num started 0.11 0.10 0.06 -0.05 0.05 
       7. Experience  
. industry 0.19* 0.20* 0.00 0.11 -0.04 0.17* 
      8. Num bus.  
owned -0.07 0.04 0.01 0.05 0.03 0.37*** 0.14* 
     9. Experience 
management -0.03 0.22* 0.08 0.00 -0.06 0.26*** 0.08 0.11 
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10. Profit yr 1 -0.06 -0.10 -0.15 -0.03 -0.01 -0.01 0.04 0.08 -0.01 
   11. Profit yr 2 0.00 -0.08 -0.02 -0.03 -0.04 0.10 0.16+ 0.11 -0.1637+ 0.67*** 
  12. Profit yr3 0.08 0.48*** -0.18 -0.05 0.09 -0.06 0.39*** -0.04 -0.07 0.38*** 0.67*** 
 13. Strength ties 0.04 0.05 0.31*** -0.11 0.01 0.11 -0.02 -0.01 0.11 -0.22* 0.01 -0.10 
+ p < .10 , * p < .05, ** p < .01, *** p < .001
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Table 3 Correlations for Other Teams 
 
 
1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12. 
1. Join team 
           
 
2. Leave team 0.01 
          
 
3. Gender diversity  0.05 0.01 
         
 
4. Ethnic diversity  0.31** -0.08 0.05 
        
 
5. Age diversity  0.05  0.04  0.08 0.00 
       
 
6. Num. started  0.34**  0.04  0.04  0.10 0.18* 
      
 
7. Experience industry  0.15 -0.04  0.09  0.17  0.17* 0.05 
     
 
8. Num. bus. own  0.06  0.05  0.04  0.06  0.30***  0.95*** 0.26*** 
    
 
9. Experience management  0.04 -0.01  0.10  0.06  0.28***  0.38***  0.51*** 0.76*** 
   
 
10. Profit/loss yr 1  0.12 -0.15  0.07 -0.07  0.05  0.14  0.13  0.02 0.02 
  
 
11. Profit/loss yr2 -0.05 -0.09  0.02 -0.06 -0.16 -0.19  0.14 -0.03  0.05 0.34** 
 
 
12. Profit/loss yr 3 -0.26* -0.03 -0.01 -0.31**  0.05 -0.15 -0.18 -0.04 -0.06  0.31** 0.50  
13. Strength -0.13 -0.06 0.29*** -0.07 0.06 -0.14 -0.10 -0.11 -0.07 -0.11 -0.06 0.11 
+ p < .10 , * p < .05, ** p < .01, *** p < .001 
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Table 4 Regression Models Predicting Joining and Leaving the Spousal and Other Teams 
 
Model 1 
Join 
Other Teams 
Model 2 
Leave 
Other Teams 
Model 3 
Join 
Spousal Teams 
Model 4 
Leave 
Spousal Teams 
Team size 0.35 -0.36   
Parents owned business -0.13 -0.14 .06 .17 
Gender diversity -0.14 -0.14 .036 .27 
Ethnic diversity 0.013 0.06 -.01 .07 
Age diversity -0.29+ 0.19 .02 .40 
Num. started 0.48* -0.14 .65** .09 
Num. businesses owned 0.15 0.56* -.38 -.09 
Experience industry -0.03 -0.01 -.13 -.15 
Experience management -0.02 -0.07 -.27+ .22 
Strength of tie 0.11 0.02 .11 .11 
Profit/Loss yr 1 -0.17 -0.23 .08 .01 
Profit/Loss yr 2 0.47* 0.32 -.17 -.07 
Profit/Loss yr 3 -0.25 -0.28 .11 .07 
 
Model R-squared 
F 
(degrees of freedom) 
 
0.46 
2.76 
13, 42 
 
0.22 
0.89 
13, 42 
 
0.25 
1.14 
12, 41 
 
0.11 
0.42 
12, 39 
+ p < .10, * p < .05, ** p < .01, *** p < .001 
